
ORIGINAL

LAW OFFICES

2101 L Strut NW· Washington, DC 20037-1526
Tel (202) 785-9700· Fax (202) 887-0689

Writer's Direct Dial: (202) 828-2236
AS692.0426, AS691.0S70

December 13,2000

DEC 13 2000

~ COMMUNlCo\'OONi~~
eFFJeE OF THE SECi!l!fil,R'f

NOTICE OF EX PARTE PRESENTATION
Magalie Roman Salas
Secretary
Federal Communications Commission

The Portals ORIGINALEX
445 12th Street, S.W.
Washington, DC 20554

PARTE OR LATE FILED

Re: Pay Tdephone Reclassification and Compl:JlSation ProVis~:t" 8j
of the Telecommunications Act of 1996, CC Docket No. 96-128;
File No. NSD-L-00-34; Flying J Files Petition for Declaratory
Ruling, CCB/CPD Docket No. 00-04; In the Matter of Wisconsin
Public Service Commission, CCB/CPD No. 00-1

Dear Ms. Salas:

On December 12,2000, Thomas Keane, Chairman, Pacific Coin, San Leandro, CA;
Gary Pace, Chief Executive Officer, Midwest Communications Solutions, St. Louis, MO;
Vince Townsend, Chief Executive Officer, Pay-Tel Communications, Greensboro, NC;
Bruce Renard, Senior Vice President and General Counsel, Dave! Communications,
Tampa, FL; and Albert H. Kramer, Attorney, on behalf of the American Public
Communications Council ("APCC"), had a meeting with Mr. Jordan Goldstein, Legal
Advisor to Commissioner Susan Ness. They discussed APCC's positions of record in this
proceeding and the need for immediate FCC action. The points addressed are outlined in
the attached documents which were handed out at the meeting.
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Supporting Public Access for Everyone:
Finishing Implementation of Section 276 of

the Telecommunications Act

American Public Communications Council
December, 2000

/ believe payphones are an integral part ofour country's telecom infrastructur? ...
And/or millions ofAmericans a payphone is not just a convenience. it is a lifeline.

It is a necessity for public safety.

FCC Chainnan Wi II iam Kennard
()ctober 20, 1999



I. Immediate FCC Action Is Critical to the Payphone
Deployment Mandated by Congress

A. Section 276 of the Telecommunications Act of 1996 luandates
widespread deployment of payphones

B. The public is losing access to payphones
• (Jrowth of wireless is pressuring payphone deployment

• Payphone usage is changing

• The changes are creating a demographic divide - it is the
"wireless-less" who 1110st need payphones for:

-~ access to social services

emergencIes

basic telephone service
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I. Immediate FCC Action Is Critical to thePayphone
Deployment Mandated by Congress (cont'd)

c. Skewed regulation distorts competition
• The FCC has correctly and successfully pronloted wireless services

and required cost-based interconnection of wireless to ILECs'
wireline network

• Sinlilar follow through is required to inlplement the payphone
requirenlents of the '96 Act and put payphones on a cOlllparable
cOlllpetitive footing
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I. Immediate FCC Action Is Critical to the Payphone
Deployment Mandated by Congress (cont'd)

c. Skewed regulation distorts competition (cont'd)

• In setting the dial-around cOll1pensation rate, the Conllnission
explicitly assullled PSPs would collect on every call in order to realize
cost recovery, but a tla\ved payphone cotnpensation systenl has
lilllited PSPs to collecting 011 about 65% of dial-around calls

• frEe payphone interconnection rates have not been reduced to cost,
as required by the 1996 Payphone Order, and continue to be a source
of subsidy for other ILEe services -- even though payphones and
wireless cOlllpete for interconnected J11inutes on the wireline network

• Without follow-through on cost and revenue issues:

- providers are accelerating their removal of payphones

- providers cannot upgrade service or invest in innovative products such as
public data terminals
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I. Immediate FCC Action Is Critical to the Payphone
Deployment Mandated by Congress (cont'd)

D. How to Ensure Continued Availability of Payphone Service?
• Clarify that existing dial-around compensation rules require the

facil ities based carrier to identify the payer for every call

• Con1mit to quickly amend rules to simplify collection of
compensation

• Complete pending Wisconsin payphone interconnection rate
proceeding

- reiterate that all elements of payphone interconnection are subject to the
Payphone Order's cost based pricing requirements

- emphasize that payphone providers are not mere business customers, but
competitors of ILEC payphone divisions entitled to cost based
interconnection rates
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II. The Public Is Losing Access to Payphones

A. Growth of wireless is pressuring payphone deployment
• In 1999, there were 1l10re than 86 million wireless subscribers -- 32%

of the LJ.S. population -- up from 200/0 in 1997. Annual Report and Ana(vs is
ofCompetitive A1arket Conditions With Respect to Commercial Mobile Services (August
3. 2()()()j

B. The general need for payphones remains
• Wireless service is not available everywhere

• Wireless service s0l11etilnes fails

• Everyone needs a payphone s0l11etimes

C. The removal of payphones creates a demographic divide
• The "wireless-less" need payphones

- 870/0 of people with a househuld income of $1 0,000 - $20,000 do not
own cell phones
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THE DEMOGRAPHICS OF CELLULAR PHONE OWNERSHIP

.Category

Household Income over $75K
-----_.~-~-~-- ------ .._---._-_.... -~--"-"_..._---------

Household Incomes $1 OK-20K
Househo-Id IncomesLlndel~$5K
._----- "- - ----.---_ ..._.._---- ---~ _ .._-----

Urban
Suburban

-------

Rural

123086G \'1. C)DCHJCJ1' DOC

Percent of Persons Owning Cellular Phones
-----------.- ------

52.8
12.7
7.8

31.7
- --'---'~--' _.- ..._-

54.4
14.0



II. The Public Is Losing Access to Payphones (cont'd)

c. The removal of payphones creates a demographic divide
(cont'd)
• People without wireless have a greater need for payphones

-- to reach help in emergencies

- to reach social services, including those designated for 211 access

- to reach bi-I ingual services

- to substitute for basic local service

» 5% of households have no wireline service

» 100/0 of African-American and Hispanic households have no
wireline service

» 23% of rural very poor households have no wireline service

• Payphone disconnections have hit low-income and high-nlinority
areas hardest

- for example in Maryland 40% of payphone disconnections have occurred
in high-minority areas, which have only 24% of the population
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AVAILABILrry OF TELEPHONE SERVICE

r----.~._-----.-......... _... ' '.,-',-,.- ._-------------'.-,.. - --- ... ---- ---- ---~-------~... _. __ ._-_..-_._~_ .._---

American Households with Telephones

Household Income ALL White Households Black Households Hispanic Households
------'-_._---- - .----- .~~-_. __.-

ALL 94.6 95.4 89.7 90.6
- ---'--"---'--- -- -_.. - ----..._-~ ----- --_._---~_.----- . -- I-----~~- --- - ------

Under $5K 80.3 84.4 71.4 81.1
-- -_.~--_.__._ .. _-

----~._-- ---------- -------~-----------_._-- .- -._. -~---~--- ---------~--~-- .. _~----~_.. _---- -

$5K-7.49K 83.5 83.6 82.8 80.6
-$r-SK-9.9K-~-~ .... ~-_."~~_.------- -" ..._-------- ----._-,.__._.- - _._---------~--- --------~-- ._----~_._._--

88.1 89.7 82.9 89.2
_._._._--_._-~------ -- --- ----_.~------- - - -----_._--- -,._--------- ----~--~-_..__.--_._-- ---_._-----_.._-----~--------

.'- --" -', .. _.~_.__..--

Category Households with Telephones

Male-headed households in central cities 85.9
1---- -

Female-headed households in rural areas 86.8
I----~

Rural very poor (incomes under $5K) 76.7
- --~ -------

Native Americans, Eskinl0s and Aleuts wi incomes under $15K 72.3
~-~--~-_._._._ .. _-
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III. Skewed Regulation Distorts Competition

A. The Commission has correctly and successfully promoted
wireless deployment and required cost-based rates for
wireless interconnection

B. Although payphones compete with wireless, the Commission
has not acted to ensure either that rates for payphone
interconnection are cost based or that working mechanisms
are in place for collecting dial-around compensation -
despite the Congressional mandate

C. This increases the pressure to remove payphones
• Davel has removed 18,000 payphones, a net reduction of 21 %, since

December 1998

• Other PSPs, including ILECs, are removing payphones
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Ameritech
Michigan

Payphone vs. Wireless Usage
Rates

3.5 Min Avgper
Call Min--

Pay Phone
Usage 0.08700 0.02486

Wireless

Interconnection 0.01369 0.00391

0.10

0.08

0.06

0.04

0.02

0.00

3.5 Min Call Avg/ Min

• Payphone Usage. Wireless Interconnection

Data Source: M ike Starkey Telephone Usage Cost/Compensation Comparison with Mobile Telephone Providers (Aug. 2000)



Ameritech
Ohio

Payphone vs. Wireless Usage
Rates

3.5 Min Avgper
Call Min

Pay Phone
Usage 0.08208 0.02345

Wireless
Interconnection 0.01642 0.00469

0.08

0.07

0.06

0.05

0.04

0.03

0.02
0.01

0.00
3.5 Min Call Avg/ Min

• Payphone Usage. Wireless Interconnection

Data Source: M ike Starkey Telephone Usage Cost/Compensation Comparison with Mobile Telephone Providers (Aug. 2000)
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III. Skewed Regulation Distorts Competition (cont'd)

D. Payphone usage patterns have changed
• "0+" calls have all but disappeared

• A declining percentage of payphone calls are coin calls

• An increasing percentage of payphone calls are "dial-around" calls 
which should be subject to FCC-prescribed compensation, ofwhich
about 35% are unpaid
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Dramatic Decline in "0+" Calling From Payphones
(Calls Per Payphone Per Month)

60
I

51
50 .

40

30 -j " 25

20 -1 ~9
16

10 I • • •
0

1993 1994 1995 1996 1997 1998 1999 2000

Source: Frost & Sullivan
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IV. The FCC Must Fix the Compensation System

A. Cost basis for the current $.24 rate assumes PSPs will fully
recover their costs by collecting $.24 on each and every dial
around call

B. Because of flaws in the per-call collection system established
by the FCC, PSPs collect compensation on only about 65% of
calls
• In 1996 reconsideration, FCC ruled that when a facilities-based

carrier routes a call from a payphone to a switch-based reseller, the
reseller pays for the call
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IV. Commission Must Fix the Compensation
System (cont'd)

B. Because of flaws in the per-call collection systems established
by the FCC, PSPs collect compensation on only about 65% of

calls (cont'd)
• PS Ps lTIUSt guess identity of the carrier responsible for paylTIent - 

ITIany are prepaid card providers with low public profiles

• PSPs must chase hundreds of resellers who hide and/or go bankrupt

• PSPs are paid for only about 650/0 of calls and are failing to recover
costs of an increasing nU1TIber of payphones

• More and more payphones are removed, depriving the public -- and
especially disadvantaged citizens without wireless alternatives -- of
adequate deployment of payphone service
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IV. The Commission Must Fix the Compensation
System (cont'd)

c. PSP collection efforts cannot work under existing rules
• Only 5 % of carriers respond to PSP requests for paylnent

• APCC has filed 22 collection suits, but it is inlpossible to find and
collect con1pensation fron1 tl10re than a fraction of carriers

• Facilities-based lXCs give virtually no infonnation useful to
identifying which calls the lXC has or has not paid for and/or what
carriers are responsible for (and how many) unpaid calls

D. The Commission must siInplify the payphone collection
system
• Adopt ilnmediate, partial solution: Clarify that existing rules require

facilities based carriers to identify the responsible payer for every call

• Comnlit to complete solution: Quickly amend rules to simplify
collection of compensation

- All compensation to be paid by the "first-switch" carrier
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v. The FCC Must Enforce its Mandate for Cost
Based Payphone Interconnection Rates

A. In the 1996 Payphone Order, FCC required ILECs' State
tariffed payphone interconnection rates to meet Federal "new
services test" cost based rates standard
• Authorized by Section 276

• Rates are currently at issue in at least 15 State PSC and court
proceedings

• Most States have yet to address the issue in the absence of Federal
guidance

• Other States have misapplied the Fee's requirement
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